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_GHANA - KEY ECONOMIC INDICATORS 
All values in U.S. $ million unless otherwise indicated 


A B Cc 


1978 1979 1980 
INCOME AND PRODUCTION 


GDP at Current Prices (million cedis)® 19,879 27,930 N.A. 
GDP at Constant (1975) Prices (million cedis)@ 5,454 5,454 N.A. 
Per Capita GDP at Current Prices (cedis)? 1,807 2,465 N.A. 
Cocoa (1,000 MT) (Crop year ending Sept.) 277 264 296 
Gold (1,000 Troy Ounces) 415.9 362.4 353.0 
Diamonds (1,000 Carats) 1,817.8: 1,252. 1,258:2 
Manganese (1,000 MT) 315.6 270.8 2352.5 
Bauxite (1,000 MT) 329.9 213,7 295.2. 
Aluminum (1,000 MT) 111.6 168.7 191.2 


MONEY, PRICES AND BUDGET 


Money Supply (December) 1,486.5 1,733.9 2,257.7 
Interest Rates (Commercial) (%) 12.5-18.5 18.5 18.5 
Consumer Price Index (1977=100) 173.7 267.3 401.2 
Wholesale Price Index (1977=100) 147.7 244.6 349.5 
Government Expenditure b 1,382.7 1,740.5 2,904.0 
Government Revenue )b 946.4 1,100.4 1,192.4 
Government Deficit b 436.3 640.1 1,711.6 
Government Debt (end June) 1,867.6 2,237.7 2,7713 


BALANCE OF PAYMENTS AND TRADE 


Gross International Reserves (end December) 287.6 299.7 215.7 
External Debt (end December) 1, fee~k 1,350.0 1, ei 
Annual Debt Service 38.0 45.5 $5.3 
Overall Balance C -115.0 126.7 11.8 


Balance of Trade 22 7 331.4 84.3 
Exports, FOB 894.6 1,066.1 1,159.5 


U.S. Share 214.0 225.2 206.1 
Imports, FOB 781.9 734.7 1,075.2 
U.S. Share 124.8 90.9 126.6 
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Major imports from U.S. (Jan-Nov 1980): Nonferrous base metal ore and concentrate, 
25; residual petroleum products, 13; unmilled corn, 6.3, 


Major exports to U.S. (Jan-Nov 1980): aluminum, 95.2; cocoa, 33,3; petroleum 
products, 26.5; crude petroleum, 10.3. 


a) The official exchange rate of the cedi does not reflect the true value of the 
Ghanaian currency. For this reason cedi figures are used for GDP and per ca- 
pita GDP. Official exchange rates are (in terms of one cedi): .5680 dollars 
in 1978; and .3636 dollars in 1979 and 1980 (¢2.75=$1). All other cedi values 
have been converted into dollars at ¢2.75=$1 for comparability. 

b) Fiscal years (July 1 - June 30) 1978-79, 1979-80, 1980-81. 

c) Current and Capital Accounts Balance. 


Sources: Central Bureau of Statistics, Ministry of Finance and Economic Planning, 
Bank of Ghana, Ghana Chamber of Mines, International Monetary Fund, 
International Bank for Retonstruction and Development. U.S. Department 
of Conmerce. 





SUMMARY 


Ghana is faced by a complex set of formidable economic problems: 
negative growth; stagnant or declining production of food, cocoa, 
minerals, timber and industrial goods; a low rate of capital 
formation; shortages of commodities, industrial raw materials 
and spare parts; triple-digit inflation; rising budget expen- 
ditures and deficit; a deteriorating transportation network; an 
Overstaffed and inefficient public sector; a grossly overvalued 
cedi resulting in illegal economic activities; declining cocoa 
export earnings; a rising oil import bill; and a shortage of 
foreign exchange. 


The Government is attempting without much success to handle 
these problems. The crash agricultural program announced more 
than one year ago has made little progress. A five-year 
development plan remains to be implemented. Discussions with 
the International Monetary Fund about necessary economic 
reforms have been continuing for over one year, but so far 

no agreement has been reached. 


Despite Ghana's foreign exchange problems, opportunities 

exist for U.S. exporters, principally as suppliers of goods 
and services financed by the U.S. Agency for International 
Development and the World Bank. Ghana's new, more liberal 
Investment Code creates a central, coordinating agency, 
establishes tax incentives and priority sectors for investment, 
and reflects the importance the Government places on attracting 
foreign investment. If the economic measures the situation 
requires are adopted, Ghana could return to the position it 
once occupied as a major American market in Africa, anda 
profitable prospect for investment. 
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CURRENT ECONOMIC SITUATION AND TRENDS 


PRODUCTION AND INCOME 


Although firm data are lacking for 1979 and 1980, the Central 
Bureau of Statistics estimates that Gross Domestic Product (GDP) 
increased by 2.5 percent in 1980. Nevertheless, because the 
Ghanaian population is growing at about three percent annually, 
average per capita income declined again last year. The World 
Bank estimates that Ghana's per capita GDP was $400 in 1979. It 
is likely that GDP will fall in 1981, partly because of a projec- 
ted decline of about 10 percent in this year's cocoa crop. 
Ghana's GDP statistics, however, must be used with extreme cau- 
tion, partly because they capture only a part of the flourishing 
unofficial economic activity here. 


In recent years it has been more profitable for Ghanaians to 

trade rather than produce. The large differences between the 
official and market prices of aqoods and rates of exchange have 
encouraged enterprising individuals to take advantage of these 
differentials. Partly because of a high inflation rate, 

Ghanaians have become a nation of consumers. The rates of savings 
and investment are only five to six percent of GDP. The low level 
of capital formation has reinforced the stagnation in the economy 
and is an ill omen for future economic development. 


Since 1975 the standard of living of the average Ghanaian has 
fallen as wages have failed to keep pace with the inflationary 
spiral. In the process income distribution has probably become 
more skewed. Groups who have benefitted from high prices and an 
overvalued currency include those who have access to foreign 
exchange and/or goods at controlled prices as well as producers 
(such as farmers) who can sell their goods at high prices on 

the local market. This unsatisfactory economic environment has 
resultedin a"brain drain" of professionals and skilled workers 
to more favorable opportunities in other countries. 


AGRICULTURE 


The agricultural sector remains the most important part of the 
Ghanaian economy. Just over one-half of the work force is 
employed in agriculture, although there is a shortage of rural 
labor because of migration to the cities. The country is en- 
dowed with considerable amounts of arable land, but much of it 
is unused or underutilized. Consequently, sizeable quantities 
of foodgrains, particularly wheat and rice, must be imported 
to meet domestic food requirements. 


Although the Government has given highest priority to increasing 
agricultural production, the results so far have been rather 





meager. Such agricultural inputs as credit, fertilizer, and seeds 
are insufficient or arrive at farms too late. Large-scale govern- 
ment agricultural enterprises are usually unprofitable and ineffi- 
cient. Deteriorating feeder and trunk roads and the high cost of 
transport make it difficult for many farmers to market their pro- 
duce. Western donors, particularly the United States, the Federal 
Republic of Germany, Canada, and the European Community, are con- 
centrating their Ghanaian assistance programs in agriculture. 

The major USAID project is designed to provide needed inputs to 
small farmers in the Brong-Ahafo Region. In addition, the United 
States is providing about $19 million worth of food commodities 
under PL-480 Titles I and II during FY 1981, 


Cocoa continues to be the backbone of the economy, accounting for 
about 10 percent of GDP and almost 70 percent of export earnings. 
The 1980-81 cocoa crop is projected at approximately 265,000 MT, 
compared to 296,000 MT last crop year. The Cocoa Marketing Board 
has been faced with increasing difficulties in bringing cocoa 
from upcountry buying stations down to the two Ghanaian ports 
because of poor roads and lack of functioning vehicles. By 

July 1981 less than one-half of the 1980-81 main crop had arrived 
at port, in contrast to earlier years when most of the main crop 
had been delivered. The cocoa producer price, which has not been 
raised for almost two years, is much too low, compared to cocoa 
prices in neighboring countries and to food prices in Ghana. 
Consequently, cocoa farmers have been shifting to more profitable 
food crops. The future prospects of Ghana's cocoa industry do not 
look promising. 


MINING AND INDUSTRY 


Ghana has not taken sufficient advantage of its abundant mineral 
wealth, principally gold, diamonds, manganese, and bauxite. In 
recent years production of minerals has been stagnant or declin- 
ing. Even so, with relatively high international prices, gold 
has become the second most important export earner, The Govern- 
ment has emphasized the importance of the mineral sector and has 
encouraged foreign private investment in it. A gold seminar for 
foreign investors in January 1981, a new, more liberal investment 
code, and new export incentives in the 1981-82 budget (20 percent 
retention of export earnings for imported goods and services and 
a 20 percent export bonus) are attempts to attract badly needed 
foreign capital and management into mining and other priority 
sectors. 


Ghana's high-cost and import-dependent industrial sector con- 
tinues in the doldrums. Most firms are operating at only 10-30 
percent capacity because of insufficient import licenses to 

bring in raw materials, spare parts, and other inputs. One notable 





exception is the American-owned VALCO aluminum smelter, which 
last year increased production substantially and made record pro- 
fits. The more than 100 public sector enterprises are generally 
inefficient, over-staffed, and a severe drain on the government 
budget. However, the Government is reluctant to allow firms to 
lay off redundant workers because of serious unemployment or 
underemployment in urban centers. 


BUDGET 


So far the Limann Administration has not been successful in con- 
trolling expenditures, increasing revenues, or reducing the 
budget deficit. For fiscal year ending June 30, 1981, the Minis- 
try of Finance and Economic Planning had originally projected 
expenditures of $2.2 billion, revenues of $1.6 billion, and a 
consequent deficit of $.6 billion. As it turned out, the 1980- 
81 budget ended up with expenses of $2.9 billion, revenue of 

$1.2 billion, and deficit of $1.7 billion, almost 60 percent of 
total spending. A major reason for higher-than-expected expen- 
ditures was an increase in wages and salaries, effective November 
1, 1980. Civil service wage costs account for about 40 percent 
of total government expenditures. On the other hand, revenues in 
1980-81 were less than projected, primarily because of a shortfall 
in cocoa export duties of about $350 million due to low cocoa 
prices on the international market and delayed cocoa shipments. 
Under the circumstances, the Government's internal cedi debt has 
increased very sharply in recent months. At end May 1981 it 
amounted to $4.2 billion, about $1.4 billion higher than at end 
June 1980, reflecting rising liquidity in the monetary system. 
The Government has estimated 1981-82 expenditures of $3.8 billion 
and a deficit of $1.5 billion. However, as has occurred in the 
past, both expenditures and deficit are likely to be substantial- 
ly higher than projected. 


PRICES AND DISTRIBUTION 


Ghana's inflationary spiral continues its upward march. The 
average Consumer Price Index (CPI) in 1980 was 50 percent higher 
than in 1979. According to latest data, the average CPI for the 
12 months ending May 1981 increased by approximately 95 percent 
over the average for the preceding 12 months. The CPI for May 
1981 was 120 percent above that for May 1980. A dry recital of 
these statistics conceals the all-too-human hardships faced by 
lower and middle-income Ghanaians. A person earning the daily 
minimum wage -- about $4.40 -- can afford to purchase only one 
loaf of bread, or one-half tuber of yam, or five plantains 
(large bananas), or one 8 oz. can of milk, or one 31/2 0Z..can of 
sardines, or four eggs. (These market prices are converted at 
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the official exchange rate of 2.75 cedis =$1.) In order to 
survive, lower class Ghanaians must often resort to second jobs, 
such as petty trading, or reliance on wives or wealthier rela- 
tives. Although there appears to be widespread dissatisfaction 
with this situation, Ghanaians have been remarkably patient so 
faz. 


Many goods are technically subject to price controls, although 
most items are actually sold at much higher market prices. [In an 
environment where many goods are still scarce, the Government has 
instituted a policy of distributing 15 essential commodities at 
low, controlled prices to approved organizations and institutions. 
However, the policy has been subject to strong criticism because 
many organizations do not have the capability, money or transport 
to store and distribute goods. Also, favoritism and corruption 
are ever-present dangers, particularly since the spread between 
controlled and market prices is so considerable (more than 10 
times in some cases). 


The Ghanaian cedi is grossly overvalued. The black market exchance 
rate is now around ¢40 = $1, about 15 times the official rate. 
Between August 1978, when the last devaluation of the cedi oc- 
curred, and May 1981 the CPI has risen by 380 percent. The very 
substantial price/cost distortions in the economy have led to 
some unfortunate results. Financial incentives encourage 
Ghanaians to engage in trading (where profits are large) and 

in importing goods (which are cheap at the official exchange 
rate), rather than in producing for export. Because of the 
unrealistic exchange rate some potential exports are produced 

at more than the world market price. Profit margins on other 
exports are small. A wide range of illegal economic activities 
consequently takes place, including the smuggling of goods and 
currency. The Government captures very little revenue from 
operations of this flourishing "parallel" economy. 


BALANCE OF PAYMENTS 


Ghana's balance of payments remains precarious because of insuf- 
ficient export earnings to meet the country's import demands. 

In 1980 Ghana's trade was roughly in balance: exports were $1.2 
billion and imports, rising substantially from the previous year, 
were $1.1 billion. In 1981 it is expected that Ghana's trade 
balance will be in deficit because of a decline in cocoa export 
earnings to perhaps $600 plus million, or about $200 million less 
than in 1980. The low price of cocoa on the international market, 
delays in evacuating cocoa to ports, and a rising oil import bill 
of at least $350 million annually have resulted in a severe 
shortage of foreign exchange. 


Gross foreign exchange reserves amounted to $218 million at end 





March 1981, compared to $300 million at end December 1979, Net 
uncommitted reserves stood at only $81 million at end February 
1981. Consequently, in recent months the Bank of Ghana has not 
been able to make payments on its short-term external arrears 
(trade/service bills and blocked remittance and equity payments). 
After declining during much of 1980, these debts have been rising 
once again, amounting to $343 million at end February 1981. On 
the other hand, debt service payments on medium- and long-term 
external debt remain manageable. Debt service in 1980 was about 
$55 million, less than five percent of total export earnings. 


ECONOMIC POLICIES AND THE IMF 


The Government has been struggling without much success to tackle 
these difficult economic problems. A two-year emergency agricul- 
tural program to increase food production has made little progress. 
A more rational import policy (import licenses issued to match 
available foreign exchange cover) and attempts to reduce short- 
term external arrears are being frustrated by the lack of foreign 
exchange. The Government has prepared a five-year development plan, 
which is awaiting Parliamentary approval, but it is in danger of 
remaining a paper document. A three-year investment strategy is 
being prepared. An economic policy group to advise the President 
and prepare policy alternatives has not yet been established. 
Coordination between and within ministries/government agencies is 
inadequate, as is implementation of policies and projects. 


For more than one year the Limann Administration has been discuss- 
ing with the International Monetary Fund (IMF) the need for 
economic reforms under a one-year Stand By Arrangement to stabi- 
lize the economy. Major policy questions include: how much to 
increase cocoa producer and gasoline prices; how to restrain 
government spending and increase revenues; and how to make the 
exchange rate more realistic. IMF funds from a Stand By Arrange- 
ment and a Compensatory Finance Facility (to alleviate shortfalls 

in cocoa export earnings) would amount to almost $400 million. 

An agreement with the IMF would show to the international financial 
community, including the World Bank, Western aid donors, and foreign 
commercial banks, that the Ghanaian Government has the determination 
to undertake necessary economic’reforms. Without such a commitment, 
the Ghanaian economy will probably have insufficient resources to 
reverse the decline. 


IMPLICATIONS FOR THE UNITED STATES 


TRADE 


Trade between the United States and Ghana in 1980 totaled $332.7 
million, $16 million over 1979. U.S. exports to Ghana reached 
$126.6 million, $36 million higher than the previous year. Ghana 





ranked seventh in terms of U.S. exports to sub-Sahara Africa 
(including South Africa) in 1980, compared to 10th the previous 
year. U.S. imports from Ghana amounted to $206.1 million, $19 
million less than in 1979. 


Ghana continues to receive loans from sources such as the World 
Bank, the United States, the United Kingdom, the Federal Republic 
of Germany, Canada, and the European Community. Several commu- 
nist countries, particularly the German Democratic Republic and 
China, are also providing assistance. U.S, exporters interested 
in entering the Ghanaian market should register with the World 
Bank (1818 H Street, N.W., Washington, D.C. 20433) and the U.S. 
Agency for International Development (320 2lst Street, N.W., 
Washington, D.C. 20523). In both these cases, U.S. suppliers 
can provide the goods and services for development projects that 
are backed with hard currency. 


The implementing regulations of the 1980 Imports and Exports Act 
liberalized Ghana's import regulations by permitting the issuance 
of special import licenses for selected goods paid for by the 
importer's own sources of foreign exchange. The regulations 

also permit the establishment of lists of goods whose imports 
would be either restricted or prohibited, but, as of July 1981, 
these lists do not exist. Thus, in theory, almost any category 
of goods can now be imported. In practice, the foreign exchange 
shortage results in a de facto restriction on imports of luxury 
goods. 


U.S. exporters should also be aware that import controls and 
foreign currency restrictions are in force; all firms must go 
through a long, often difficult process to obtain import licens- 
es, Regardless of their capabilities, they must remit under 
letters of credit since otherwise they cannot usually transfer 
funds abroad. In addition, a pre-shipment inspection is re- 
quired for consignments of almost every type of commodity 
valued at over $2,000, C and F, which are paid from Ghana's 
foreign exchange resources. The inspection is to ensure that 
items ordered are received in the form and quantity requested 
and that the cost is a reasonably fair and competitive world 
market price. Important exceptions to this rule are for com- 
mercial shipments of military weapons, hand guns and relevant 
ammunition, poultry and livestock, including zoo animals and 
pets, fruits and vegetables. 


INVES TMENT 


According to the U.S. Department of Commerce, direct investment 
at. the end of 1978 totaled $172 million, of which the VALCO 
aluminum smelter accounts for approximately 70 percent. 

Other important U.S. companies operating in Ghana include Union 
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Carbide, Star-Kist, Agri-Petco, Texaco, and Mobil. Little U.S. or 
other foreign investment has occurred here in recent years, the 
major exception being Agro-Petco's offshore oil operation which 

is Ghana's only source of locally produced crude (now about 1,800 
barrels per day, or less than 10 percent of minimum domestic re- 
quirements). In June 1981 Firestone sold its share of a tire 
plant and a rubber plantation to the Government of Ghana. Several 
U.S. and foreign companies are investigating possible investments 
in mining and petroleum exploration. 


The Government's new Investment Code was approved by Parliament 
in July 1981 as part of its efforts to attract foreign private 
investment. The Code provides for the establishment of the Ghana 
Investments Center, which will take over much of the work of the 
existing Capital Investments Board and is expected to function as 
the central reviewing, approving and coordinating body for all 
matters related to new investment or the expansion of existing 
investment. The Board of Directors will be chaired by Ghana's 
Vice President and will include relevant Ministers and represen- 
tatives from the Ghanaian private sector with experience in 
business and finance. 


The Code specifies the following priority sectors for investment: 
agriculture, mining, manufacturing, export industries, tourism, 
construction and building, and anything with its principal opera- 
tion outside the jurisdiction of the Accra City Council and the 
Tema District Council. Its emphasis is on developing Ghana's 
productive sectors, making use of its existing enterprises and 
raw materials, strenghtening the balance of payments, avoiding 
concentration in the urban areas, increasing employment, and 
providing new technology and skills training to the Ghanaian 
workforce. 


The foreign investment climate has been constrained by Ghana's 
difficult economic situation. Even so, the country's relatively 
abundant human and natural resources are important factors for 
U.S. firms to consider when looking at investment possibilities 
in Ghana. 
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